
Equity Update
Indian markets made good recovery in September 
led by the government's announcement on 

th
September 20  of slashing the corporate tax rate 
from 30% to 22% (before surcharge and cess). 
On the global front, it was a mixed newsflow — 
indication of ease in US-China trade war tensions, 
drone attacks on Saudi Arabia's oil plants and 
policy rate cut by the US Federal Reserve. 
The BSE-30 Index (+3.6%) and Nifty-50 Index 
(+4.1%) made sharp gains in September, and the 
mid-cap and small-cap indices ended the month 
4.7% and 5.1% higher. On the sectoral front, large 
gains were seen in BSE oil & gas (+11.2%), 
consumer durables (+10.5%), and capital goods 
(+10.4%), while the declining sectors were realty 
(-3.4%), IT (-3%) and healthcare (-3%). 

Global Macros
The US 10 year bond yield expanded 17 bps, 

thquoting at 1.66% on September 30 . The dollar 
index stood at 99.4 at the end of September, 
broadly flat MoM. 
Despite, volatility (peak of USD69/bbl in 
September) led by attack on Saudi Aramco 
facilities, Brent crude ended largely unchanged at 
USD60/bbl at the end of September as the oil 
supply from the Saudi facilities were restored 
faster-than-expected. 

Domestic Macros
Inflation: (a) CPI inflation remained broadly 
unchanged at 3.21% in Aug versus 3.15% in July, 
despite a vegetable price spike (b) WPI inflation 
remained unchanged month-over-month at 1.08% in 
August
Currency: The Indian Rupee appreciated a bit to 
INR70.9/USD vs INR71.4/USD on August-end. 
Growth: IIP growth returned to 4.3% in July, as 
against 1.2% in June Manufacturing led with growth 
of 4.2% while electricity disappointed with just 4.8%.
Trade deficit: Trade deficit in August was USD13.5b 
(versus USD13.4b in July).  Imports fell by 13.5% 
whereas exports by 6%.

Regulatory, policy and market develop-
ments

th
Corporate tax cut: In a surprising move on 20  
September 2019, India's government announced a 
significant reduction in corporate taxes, bringing the 
effective tax rate from ~35% to ~25% and 17% for 

new manufacturing companies.  However, this will 
reduce government corporate tax revenues by 
~USD20bn of ~0.7% of GDP. While there was a lot of 
expectation/ demand from the industry to lower GST 
rates for a host of products to boost consumption, the 
government has chosen the investment route as it 
could also help in improving employment. An 
immediate impact of the tax cut, on our view is that it 
gives a much needed boost to sentiment and revives 
risk appetite in markets. The corporate tax rate cut 
announced could be structurally positive as 

India turns competitive vis-à-vis other 
emerging markets with respect to taxation
Equity IRRs or RoE go up by at least 2%, 
thereby improving viability of projects. 
Alternatively, it reduces the debt requirement 
for similar RoE. Cash flow improves for players, 
leading to debt alleviation and ultimately 
helping the banking sector. 
Increase in profitability particularly for 
companies which need not pass on the tax cuts 
for e.g., Consumer companies, Global 
commodities, etc.

Monetary Policy: RBI, while maintaining its 
accommodative stance (as long as it is necessary to 
revive growth)  cut repo rate by 25 bps to 5.15%. It 
has cur FY20 India GDP growth estimate from 6.9% 
to 6.1%. Inflation expected to remain below 4% in 
next 12 months. 
Monsoon: South West monsoon officially ended at a 
25 year-high of 110% of LPA (Long-Period Average) 
outperforming IMD & Skymet's forecast of 96% & 
93% of LPA, respectively. The 10% surplus masks the 
variability (extreme variations), as only ~52% of 36 
meteorological sub-divisions experienced  normal 
rainfall vis-a-vis ~64%, and ~69% in 2018 and 2017.
Equity trading trends: FIIs net bought equities 
worth USD955m and DIIs bought equities worth 
USD1.7b during September. For calendar year 2019, 
FIIs have net bought equities worth USD8.2b and 
DIIs bought USD6.5b.
GST: GST collection at INR919b was the lowest since 
Mar-2018, down 4% YoY, the first decline after the 
base stabilised. 

Key sectoral trends   
Banks: RBI asked banks to link all new floating 
retail/MSME loans to external benchmarks to improve 
policy transmission.
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Autos: August volumes continued the YoY 
downtrend with OEMs reporting a decline ranging 10-
33% across 2W/4W. However, some uptick expected 
with upcoming festive season. 
Energy: An attack on Saudi Aramco's plants led to 
sharp spike in Crude prices during the month, 
however on end to end basis, the price remained 
largely flat.   

Market Outlook
Policy actions, potential to kick-start 
investment: We expect 2QFY20 earnings print to be 
similar to 1QFY20. We expect 2H, to be better than 1H 
led by better than expected monsoons, improving 
liquidity conditions, transmission of rate cuts and 
gradual improvements in sentiments led by policy 
actions. The recent corporate tax rate cut is a strong 
step in right direction, improving India's global 
competitiveness and leading to a new pedestal of 
structural growth. However, it will take 3-5 years to 
fructify. Going forward, we look forward to 
rationalization of personal taxes as a demand side 
booster for the economy.   
Structural story remains strong: Indian is 
amongst the most promising emerging economy 
aspiring to grow at sustained high gross domestic 
product (GDP) growth rate over the medium to long

 term with the help of ongoing reforms and twin pillar 
of growth (of demographics and infrastructure). The 
benign interest rate regime, lower inflation, weak oil 
price is supportive and over the medium term expect 
private capex to come back as industry capacity 
utilization could cross threshold for new capacity 
generation. As mentioned earlier, 2HFY20 is expected 
to be better led by host of factors including likely 
policy initiatives, expected rate cut by the RBI, 
moderate inflation scenario and favourable base.
Key things to watch out for: Apart from usual 
macroeconomic parameters and corporate earnings 
trend, key things to watch out for includes (a) 
improvement of liquidity in the system, (b) 
improvement in the high frequency data, (c) policy 
initiatives of the new government and (d) 
developments in US-China trade war.
Valuations: The consensus estimates peg FY21 
Nifty-50 earnings growth at ~20%, implying P/E of 
16.5x on FY21E. 
We would advise to not to try to time the market and 
invest in a disciplined way in equities for long-term, 
within the earmarked asset allocation (based on 
individual risk profile). In the current market scenario, 
staggered investments through SIP or STP, would 
remain the best ways to invest in equities.

We would suggest to invest in a disciplined way in equities for long-term, within the earmarked 
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investments through SIP or STP, one of the best ways to invest in equities.

NIFTY 50  Valuations:
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Sensex, NIFTY 50 and NIFTY Midcap 100 performance in June
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Disclaimers: The information contained in this document is compiled from third party and publically available sources and is included for general information purposes only. There 
can be no assurance and guarantee on the yields. Views expressed by the Fund Manager cannot be construed to be a decision to invest. The statements contained herein are based 
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employees accepts no liability for any loss or damage of any kind resulting out of the use of this document. The recipient(s) before acting on any information herein should make 
his/her/their own investigation and seek appropriate professional advice and shall alone be fully responsible / liable for any decision taken on the basis of information contained 
herein. Any reliance on the accuracy or use of such information shall be done only after consultation to the financial consultant to understand the specific legal, tax or financial 
implications.

BSE (Sensex)

US (Dow Jones)

Japan (Nikkei)

Korea (Kospi)

Brazil (Bovespa)

Germany (DAX)

UK (FTSE)

Shanghai (SHCOMP)

Russia (MOEX)

3.20

3.90

1.60

3.70

1.50

4.60

4.80

4.20

3.00

1.60

-2.20

4.10

-1.50

-0.10

-8.60

1.80

-3.20

-2.40

0.00

0.80

-0.40

10.10

-5.10

7.40

-10.20

2.20

-3.60

12.50

2.00

3.40

6.30

32.40

4.00

1.10

-6.10

-10.20

-12.00

13.10

-1.10

1.40

Hong Kong - HSI

BSE Consumer durables

-19.80

2.80

-7.40

-3.30

-8.50

-0.70

-11.20

-1.70

-7.00

-0.70

-5.80

-21.60

-0.60

-11.90

-13.50

-5.80

1.80

-5.90

-4.70

-0.00

8.80

-3.50

-32.90

1.50

-22.80

-17.00

-0.70

-0.50

14.80

-2.10

7.90

35.60

17.70

10.50

4.50

5.40

5.20

-3.20

1.50

-3.70

-4.50

9.00

10.80

6.40BSE Bankex

BSE Capital goods

Source: 
thBloomberg, as on 30  September, 2019.

Source: 
thBloomberg, as on 30  September, 2019.

3.20

3.60

1.80

-2.20

-3.10

-9.70

-0.40

-1.70

-12.70

6.30

4.50

-7.10

38,524.00 

11,422 .00 

15,940.00 

37,333.00 

11,023.00 

15,652.00 NIFTY Midcap 100

Source: 
thBloomberg, as on 30  September, 2019.

September-19 August-19

PERFORMANCE IN September OF MAJOR INDIAN INDICES


	Page 1
	Page 2
	Page 3

